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— ^  This  Note  illustrates  how  a  salea  sum¬ 
mary  can  be  modified  to  separately  identify 
changes  in  sales  realization  caused  by 
changes  in  market  prices  and  by  changea  in 


the  product  mix  sold.  With  this  information, 
a  sales  summary  can  become  a  helpful  record 
to  gage  efIOcts  of  post  production  and  mar^ 
keting  decisions.  ^ 


MTBOBUCTION 


A  typical  sales  summary  prepared  from 
accounting  records  of  a  wood  products  manu- 
tacturer  presents  numerous  figures  related 
to  product  sales.  Monthly,  year-to-date,  and 
year-ending  sales  summaries  are  needed  fOr 
managers  to  evaluate  the  flnwycial  status  of 
operations,  and  to  appraise  effects  of  past 
product  and  marketing  decisions. 

The  interpretation  of  sales  statietiee  can, 
however,  lead  to  problems.  In  accounting  re¬ 
ports  eummarizing  sales  rseuNs,  the  results 
of  the  effsets  of  marketing  and  production 
decisions  become  combined  with  the  effects 
of  shitting  market  prfosa.  The  purpose  of  this 
paper  is  to  Hkictrats  how  a  sales  summary 


be  modified  to  separately  identify  the 
variances  (differences  in  the  accounting 
sense)  in  sales  realization  cauaad  by  char^iaa 
in  market  prioss  and  by  changes  in  the  prod¬ 
uct  mix  sold. 


HiiiMrlRi  Fflu  ViriiiMt 

The  ob)eet  of  measuring  varianoes  Ini 
accounting  systems  is  usually  associated 
operating  atatsmants  in  which  actual  < 

mgm  OCMnOMMd  with  MBi  iKtBfB  budCMll. 
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oHwr  itMidKi.  Tht  wtul  immwd  Ml- 
oMt  ttw  wriMM  of  Mlutl  ooMi  from  •  Mt 
of  romiiiik  INI•o^vtfl■llO••  wWhio  tho  tolit 

nor.  To  jjaifili  taw  Mo  eon  M  ObeofO* 
pMiotf.  mo  "Prio^Mod”  oifofo0o  prioo  for 
oooli  produel  In  lobio  1  lo  mod  oo  0  olondofd 
to  moooupo  dm  mrionoo  of  prfoo  for  ooeh 
oorrooponding  product  in  tho  *XNirront- 
ifc^inif  *  ThiM  MfiMOM  ttra  idinttitod  for 
ooeh  produel  00  o  prioo  vorionoo.  Tho  ovorogo 
prtoo  oorloneo  lor  ony  group  of  produdo  it 
then  oolculotod  in  tho  oomo  monnor  oo  tho 
eonoepbnding  ororogo  price.  Thot  lo,  noHhor 
die  flguieo  of  ororogo  price  nor  of  rorionoo 
§t%  MORIM.  eicn  pfooueri  tvfiQt  pnM 
muol  bo  neighed  by  tho  oorrooponding  num- 
bor  of  unilo  odd  to  dotormbio  o  gfooo  prteo 
verionee.  Tho  grooo  prieo  rorionooi  ore  then 
oddod  end  tho  oum  dhddod  by  tho  toM 
huni^  of  unHo  odd.  oo  Htuotratod  in  tobfo  2, 
IwPWMdii  “Cuitent-PorkKr  ololiotico  from 
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ooicuiodng  mix  Mortoocpo  dKId  diioR^  in 
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the  mix  rorionoo  lo  ooleubip  from  dm  dd* 

1919009  in  019  90919Q9  pnop  lOf  99011  jppilOQ 

for  oorrooponding  produd  gooupo  diMi  the 
oorrooponding  price  rorionoo.  Thot  to,  the 


ogo  prioe  end  the  oorrooponding  price  for 
the  Xurnwb’ftoitod*  to  the  totol  rorionoo  duo 
to  pftoo  rorlonooO  end  produd  mix  voilonoo. 
Urn  mix  rorionoo  to  then  dotorminod  by  oub- 
nouuny  in9  pno9  d9n9no9  ironi  in9  loau 
rorionoo,  oo  notod  in  tobto  3.  by  ogoln  uoing 
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Avwao*  unit  prIOM  for  product  ooIm 
*om  a  *Pi1or^Pirkxr  arc  tha  only  atatiatlea 
naadad  to  maaaura  prica  and  mix  varianoaa 
of  a  "Cunont-f^ariod Hoamimr.  using  thaaa 
varianoaa  to  Intarprat  tha  affaeta  of  produc¬ 
tion  and  marketing  dadaiorw  haa  limitatkma. 
Salaa  atatistlcs  can  only  raflact  changes  in 
production  practlcoa  to  tha  axtant  that  tha 
product  mix  aold  la  rapraaantativa  of  tha 
product  mix  being  produoad. 

Bacauaa  of  tha  variety  of  lag  affaeta  that 
may  be  cauaad  by  Invantory  and  salaa  prao- 
tio^  special  oonakfaration  must  be  givw  to 
tha  lan^  of  tha  accounting  parioda  used 
for  tha  **Prior-Pariod”  and  tha  "Currant- 


Period".  Tha  tm>  parioda  do  not  have  to  be 
tha  same  length  howavar,  tor  a  meaningful 
basia  for  intarpratation.  tha  rapraaantativa 
naaa  of  production  as  wail  as  tha  timing  to 
changaa  in  log  aupplias,  in  sawing  methods, 
and  in  other  manufacturing  prarMcaa  must 
be  oonaMarad. 

In  addition  to  tha  dalaflad  salaa  informa¬ 
tion  typically  praaontad  to  tha  wood  products 
manutacturar.  mtarpratationt  of  tha  flrw 
counting  raauNa  of  past  production  and 
kaUng  dadaiona  can  be  made  mors  maai 
tol  If  varlatiofw  of  avaraga  raaHxallon 
tiatica  from  product  aalaa  are  analyad. 
salaa  aumnwry  than  can  baooma  a  h 
useful  record  to  gaga  tha  affaeta  of  paa 
cMona  on  produdion  and  markaUng. 
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